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Above: The old Temiskaming Mine, one of Cobalt’s early producers 
now owned by Agnico-Eagle, recorded a recovery of 11.7 million 
ounces of silver in the period between 1904 to 1922, all of it obtained 
from the upper contact of the Nipissing diabase. The Temiskaming 
and the nearby Beaver shafts were the only two openings that were 
sunk down through the thick sill to the approximate 1,600 foot 
horizon in the Cobalt Camp. In contrast, most of the Cobalt producers 
which obtained their production from the lower contact of the 
Nipissing, generally mined from depths of 500 feet or less. 


Below: Shaft headframe and mining plant at the Beaver Mine. The 
Beaver and Temiskaming shafts are connected by a crosscut on the 
1600 foot level and during 1975-1977 over 4,000 feet of 
crosscutting and drifting had been completed from this underground 
access. 
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President’s Report to the Shareholders 


FINANCIAL HIGHLIGHTS 


Financial results for 1977, showing 
consolidated cash flow from 
operations of $2,585,516 or more than 
double the 1976 figure of $1,133,732, 
principally reflects the significantly 
higher prices received for gold 
produced during the year. 


Against an average price received 
for all of 1977 of $158.14 per ounce 
($123.55 in 1976), the average for the 
1977 fourth quarter was $177.60 per 
ounce and for the 1978 first quarter, a 
record high to date of $197.12 per 
ounce. These prices are expressed in 
Canadian dollars which is the 
relevant currency for your Company. 


During 1977, the Canadian dollar 
was at an average discount of 6% 
compared to the U.S. dollar. This 
contrasts with an average 2% 
premium for the Canadian dollar in 
equivalent U.S. currency terms for the 
previous year. 


The current discount of the 
Canadian dollar compared to the 
U.S. dollar is in excess of 12% which, 
in terms of the gold price on May 4, 
1978 following the latest IMF auction 
of US$173.30 per ounce, equates to a 
Canadian price of $195.24 per ounce. 


The expectation of continuing 
problems of international liquidity, 
spiralling U.S. balance of payments 
deficits and the resulting erosion of 
the value of weaker paper currencies, 
clearly underscores the real worth of 
gold. The fact of the discount of the 


Canadian dollar, which is forecast to 
continue for some time to come, 
enhances the probabilities of higher 
realized gold prices for Canadian 
bullion producers. 


Other important financial 
highlights for your Company in 1977 
include the increase in working 
capital during the year of $933,007 
resulting in working capital at year 
end of $159,289 as compared with a 
working capital deficiency a year 


earlier of $773,718. 


This substantial improvement in 
working capital during 1977 is after 
provision for deferred expenditures 
totalling $1,452,944 and purchases of 
additional machinery, equipment, 
etc., amounting to $91,945. These 
items are reflected in the increased 
amounts for amortization and 
depreciation in the consolidated 
statement of income, which in 1977 
were higher by $450,907 over those in 
the comparative 1976 statement of 
income. 


Bank indebtedness at year end of 
$1,184,657 shows a substantial 
reduction from the year earlier figure 
of $1,705,000. It is indeed gratifying 
to report that subsequent to the 1977 
year end, your Company retired all 
bank borrowings and currently has a 
cash surplus. 


It is also pertinent to note that the 
Gold Mining Division had an 
operating profit for the year of 
$3,330,854 against $2,003,935 for the 
previous year. In contrast, the Silver 
Mining Division had an operating loss 
of $189,524 for 1977 which, however, 
compares with the 1976 operating loss 
for this division of $311,065. 


The impact of the improved gold 
price is clearly demonstrated in the 
financial results for the 1977 fourth 
quarter during which the Gold 
Mining Division recorded an 
operating profit of $1,078,273 and 
combined with the results from the 
Silver Mining Division resulted in 
consolidated cash flow from 
operations of $1,032,335 anda 
‘bottom-line’ figure, after deductions 
for amortization and depreciation, of 


pi 2.575. 


Cash flow represents monies 
generated from operations before 
deductions for depreciation and 
amortization which do not require a 
current outlay of cash. In effect, it is 
the cash available to the Company 
after all expenditures other than 
amortization of deferred items. 


As previously mentioned, cash flow 
from operations in 1977 amounted to 
$2,585,516 and after deduction of 
non-cash items including 
amortization and depreciation 
totalling $2,946,877, a resulting 
consolidated net loss for the year of 
$361,361 equal to 2.6¢ per share. 
While this is short of expectations, it is 
a considerable improvement over the 
1976 net loss of $1,362,238 or 9.8¢ per 
share. 


Gross revenue from the production 
of gold and silver bullion during 1977 
totalled $11,069,222 of which 
$958,354 was derived from the Silver 
Mining Division and $10,110,868 
from the Gold Mining Division. The 
comparative figures for 1976 were 
gross revenue of $8,702,653 of which 
$761,986 came from the Silver 
Division and $7,940,667 from the 
Gold Division. 


Above: Jhe refinery furnace at the Agnico-Eagle Mines Limited gold division is shown here during the pouring of a 
gold bar which usually contains about 800 ounces of gold. The refinery furnace is charged with a mixture of gold 
precipitate and flux and, after heating to a temperature of about 2,500° F., the molten gold is poured into molds 
where the gold, owing to its high density, separates from the slag. Lower Left: Gold bar being test-drilled to 
determine its purity. Lower Right: The bar is weighed before shipping to the Royal Canadian Mint at Ottawa, Ontario. 


RESULTS FOR THE 1978 FIRST 
QUARTER 

Gross revenue for the Gold Division 
during the first quarter of 1978 was 
$3,046,556 and a net division cash 
flow of $1,253,029. Gold production 
amounted to 15,356 ounces from the 
treatment of 89,350 tons of ore. 


Gross revenue from the Silver 
Division for the first quarter of 1978 
amounted to $38,781 and a net 
division negative cash flow of 
$117,275. Silver production was 
limited owing to the shut down of the 
Penn Mill on January 11th due to 
adverse weather conditions. Silver 
production was 7,931 ounces from the 
treatment of 1,280 tons of ore. The 
Penn Mill is scheduled to resume 
operations during May. 


Consolidated cash flow for the first 
quarter of 1978 amounted to 
$1,019,391. Deduction of non-cash 
items including amortization and 
depreciation totalling $572,987 
together with head office, 
administrative and other expenses 
resulted in a consolidated net profit 
for the quarter of $446,404. This 
compares with the 1977 first quarter 
loss of $128,964. 


GOLD DIVISION 

With the completion during 
October, 1977 of the 1,100 foot 
deepening of the shaft to its objective 
depth at 2,965 feet,a major program 
of underground development and 
exploration will now proceed in the 
mine and adjacent areas below the 
current bottom production level at 
1,500 feet. 


The appended longitudinal section 
(see foldout at the back section of this 
Report) shows the approximate 
current status of the underground 
work below the 1500 level. 


Level intervals are at 150 feet and 
stations have been cut down to and 
including the 2850 level. Initial stope 
preparation will be undertaken on the 
1800 level which was previously 
driven for a distance of some 700 feet 
from the shaft. Drifting is currently in 
progress on the 2550 level which will 
be extended into the adjacent 
Company-owned Telbel property for 
a total projected distance of up to 
2,000 feet. 


The drive on the 2550 level is a 
major exploration project enabling 
the testing of both the downward 
continuity of the major ore zone and 
its lateral extent into the Telbel 
property. At the end of March the 
2550 level drift had been advanced 
nearly 500 feet and an expected rate 
of advance of approximately 250 feet 
per month, Lateral work is also in 
progress on the 2250 level. 


A new crusher has been excavated 
below the 2550 level and this second 
crusher is scheduled to be in operation 
by the third quarter of 1978. The ore 
and waste pass system is being 
simultaneously advanced to connect 


all levels to the sump at the 2850 level. 


A total of 2,058 feet of drifting, 
2,314 feet of raising and 5,021 feet of 
underground diamond drilling was 
completed during the first quarter of 
1978 in conjunction with this major 
development program in the deeper 


areas of the mine now accessible with 
the completion of the shaft deepening 
program. An extensive program of 
exploratory drilling is being 
undertaken concurrent with the 
preparation of the new lower levels, 
enabling the first opportunity to 
evaluate the very appreciable area of 
potential ground below the previously 


‘partially tested maximum depth of 


around 2,300 feet below surface. 


The tenor of gold values obtained 
in the comparatively limited drilling 
carried out below the 1500 and 1800 
levels during 1976 indicates ore 
enrichment at these lower horizons. It 
is noteworthy that in excess of 1.1 
million tons of indicated ore reserves 
are attributable to the area between 
the 1500 level and the approximate 
area of the 2250 level. 


With an average 22% allowance for 
mining dilution estimated for these 
reserves, the grade at 0.26 ounce of 
gold per ton is approximately 30% 
above the average treated during 
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Mining Operations 

Mining and milling operations 
were normal during the year with 
throughput rates approximately 5% 
above the 1976 levels. Grade of ore at 
0.197 ounce per ton was moderately 
lower than the 0.206 ounce per ton 
treated in 1976 and was again below 
reserve grade due to involuntary 
mining dilution. A closer balance to 
reserve grade can be expected during 
the remainder of the current year. 


A notable achievement in the 1978 
first quarter was the record rate of 
overall gold recovery at 91.69% with 
flotation recovery at a very creditable 


average of 99.49% during this period. 


Operating costs at $18.45 per ton of 
ore milled increased a modest 7.4% 
over the 1976 rate which compares 
very favourably with the operating 
experience of most Canadian gold 
producers. 


Costs per ounce of gold recovered 
averaged $105.64 for 1977 compared 
with $92.27 per ounce in 1976, 
however, this is largely a factor of the 
lower grade of ore treated and 
significant reductions can be expected 
latterly in 1978 with the opening up of 
the new stopes below the 1500 level 
where grade of ore should be 
appreciably above the average mined 
during 1977 and the first quarter of 
1978. 


The detailed report of the mine 
manager, gold division, appears on 
pages 10 to 13. 


SILVER DIVISION 


The substantial program of 
underground exploration and 
development at the Beaver- 
Temiskaming Project, which was 
described in considerable detail in the 
1976 Annual Report, continued 
throughout the year. A total of 30,661 
feet of diamond drilling was 
completed during 1977 and a further 
7,851 feet during the first quarter of 
1978. 


This long range program, which 
has been continuous since late 1975, 
involves six properties covering a 
combined area of some 300 acres and 
includes former producing mines 
which obtained significant silver 
production from the overlying contact 
of the Nipissing diabase sill. 


The present program is directed 
toward the lower contact of the 
diabase which in other sections of the 
Cobalt Camp produced some 500 
million ounces of silver representing 
more than 80% of the total production 
since discovery in the early 1900s. 
The assemblage of six properties 
acquired by your Company 
(including the Prince property 
adjacent to the north of the Beaver 
which was added during 1977) 
includes the Temiskaming and 
Beaver shafts which were sunk to 
depths of approximately 1,600 feet by 
former operators. These shafts 
provide the only access to the lower 
contact of the Nipissing diabase in 
this southern part of the Cobalt 
Camp. 


The 1977 program located silver 
intersections in five separate areas 
resulting in two of these being mined. 
Stoping operations were carried out 
during March, 1978 in the south end 
of the 1601 stope where a very rich 
pod of highgrade silver was 
encountered approximately 40 feet 
from the diabase sill. 


This property assemblage involves 
a very extensive area of potential 
ground in a favourable geological 
setting but with typically highly 
complex and erratic vein structures. 
The access through the deep shaft and 
related extensive underground 
workings provides the somewhat 
unique opportunity for exploration 
drilling to test the considerable area of 
still unexplored ground. 


Mining Operations 


The principal source of mill feed 
during the year came from the 
Coniagas Mine which is about four 
miles northwest of the Beaver- 
Temiskaming Project. During the 
eight month period of operation of the 
Penn Mill, a total of 198,811 ounces of 
silver was produced from 44,362 tons 
of ore milled. The value of this 
production was $958,354. This 
production compares with 192,884 
ounces of silver from 41,455 tons 
milled in 1976 having a value of 
$761,586. The increase in value of 
production is substantially due to the 
higher silver prices obtained which 
averaged $4.82 per ounce in 1977 as 
compared with $3.95 per ounce in the 
previous year. 


The detailed report of the mine 
manager, silver division, appears on 
pages 14 and 15. 


GOLD OUTLOOK 

World gold markets have not only 
survived but literally thrived during a 
period from early 1975 when the 
United States assailed markets with 
two separate dumps of bullion 
totalling 1.25 million ounces in a six 
month period to June of that year, 
followed by the U.S. manipulated 
IMF sales plus “restitutions” totalling 
more than 26 million ounces over the 
intervening period from June, 1976 to 
date. 


On April 19, 1978 the U.S. Treasury, 
in an all too obvious attempt to 
dampen down the preference of 
investors for gold over fiat currencies, 
announced its intention of pouring an 
extra 300,000 ounces of gold per 


month on the gold market over an 
initial six month period commencing 
May 23, 1978. The move is typically 
psychological for this amount of gold 
represents an approximate 3% 
increase over the annual supply of 
approximately 53 million ounces from 
all sources including newly mined 
gold and sales from Communist 
countries. 


Although the initial impact of the 
IMF sales pushed gold prices to a low 
of $103 per ounce in August of 1976, 
prices recovered both strongly and 
steadily reaching a peak of $190 per 
ounce on March 8, 1978 (a price that 
~ equates to $214 per ounce in 
Canadian dollars) and has since 
found a solid support level above $170 
per ounce. 


The emerging pattern of 
fundamental strength in world 
bullion markets during and 
subsequent to 1977, clearly indicates 


that the equilibrium price is at least 
close to current levels, and during the 
predictable periods of international 
liquidity problems, powerful 
inflationary pressures, the price of 
gold will surely rise to levels above 
$200 per ounce during the current 
year. 


The most recent IMF auction on 
May 3rd where bids were received for 
six times the amount of gold offered 
provides positive evidence that gold is 
supreme over weak paper currencies, 
and the ultimate hedge against the 
eroding value of just about any other 
yardstick of worth in today’s world. 


GENERAL 


The year 1978 will see your 
Company embarking on an intensive 
underground program of exploration 
and development at its gold mine in 
Joutel, Quebec, unmatched by any 
other period in the prior history since 
the sinking of the original shaft more 
than 10 years ago. 


The directors and management 
again express appreciation to all 
members of our operating force, as 
well as our engineering, mining and 
geological consultants, for their 
combined contributions and 
dedicated efforts throughout the year. 


On behalf of the Board of Directors, 


President and Managing Director 


Toronto, Canada 
May 11, 1978 


The headframe and mining plant at the Beaver-Temiskaming Property, Cobalt Camp, Ontario. The 
extensive underground program at this group of former producing mines, exploring and developing the 
underlying lower contact of the Nipissing, is the continuation of a program that was initiated in 1971. 
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Gold Division 

Casier Postal 

P2©7 Box 310 

Joutel, Quebec JOY 1NO 


mines limited 


Report of the Mine Manager (Gold Division) 


April 21, 1978 


The President and Directors, 
Agnico-Eagle Mines Limited, 
Suite 300, 365 Bay Street, 
Toronto, Ontario M5H 2V1 


Gentlemen: 


I am pleased to submit the following report regarding operations at the Gold Division of Agnico- 
Eagle Mines Limited for the year ended December 31, 1977. 


Summary 


The value of bullion production for 1977 was $10,110,868. During the year a total of 363,526 tons of 
ore with a calculated average grade of 0.197 ounce of gold per ton was treated yielding 63,480 ounces of gold 
and 14,949 ounces of silver, the latter produced as a by-product. 


Overall recovery of gold in the mill averaged 88.65% for the year, moderately lower than the 1976 
average of 90.19%. Recoveries were substantially improved during the first quarter of 1978 at 91.69%. 


Ore reserves show a decrease of 262,099 tons after deducting the tonnage mined during the year. This 
is substantially a factor of revisions of previous ore reserve calculations in the upper levels of the mine. The 
emphasis on the development of the upper levels of the mine and the shaft deepening program which was 
carried out concurrently with mining operations utilizing mine employees, again restricted the usual efforts 
toward the development of replacement ore reserves during 1977. 


With the completion of the shaft deepening project and lateral development in the upper part of the 
mine, mine crews have now been transferred to the new lower levels where development work together with 
underground exploration will be concentrated. 


Production 


In 1977 the mill treated a total of 363,526 tons of ore, an average per calendar day of 996 tons with the 
mill operating at approximately 96% of available time. On the basis of actual operating days, the average 
throughput rate for the year was 1,042 tons. The calculated grade of ore treated during the year averaged 
0.197 ounce of gold per ton, moderately lower than the 1976 average of 0.206 ounce per ton. Gold production 
totalled 63,480 ounces in 1977 at a recovery rate of 88.65% compared with 64,343 ounces in the previous year 
at a recovery of 90.19%. 


Comparative production figures for previous years are as follows: 


Production Grade Recovery Costs 
Year ___ Tons Oz/Ton %o Per Ton 
ASHE Scat ee aa A pe ei cee a 194,702 (tune-up period) $16.80 
| CWS Rare ae ere Rae Recah ee ce ee eee eer 30955 24: 0233 82.14 $16.81 
1 TAS ip nk kc en edt leeds AER Ac Se SP ea SAI O0 0.206 90519 $17.18 
IES il RES Aloe aaah OU eee caer 363,026 0.197 88.65 $18.45 


The grade of ore treated during the year continued to be below the reserve average of 0.25 ounce per 
ton for the mine area above the 1500 level due to involuntary dilution. Grade of ore treated is expected to 
increase by the end of 1978 when new stopes are brought into production below the 1500 level and 
modifications of present mining methods are incorporated to achieve a closer relationship between mill feed 
and reserve grade. 


Operating Summary 


Production ay Catal) 
PROSE VET CC S oecacte h eeck ee tate eee ease Tadic tach oases sage eek aectans Scete acum sci eee RR 363,526 
IRE COMER 7 On cate ae meter er ce eatin oc se Medan seo. urea geet arh ane ae Be Aaces ae een ee 88.65 
GradetO7, PEON COld Bennae cee rim ork wenee sce nciace uth aah ce eteeaasae deo tet aaa es waaay 0.197 
CONTE OZS Gol ain renee eee ea tena ee nd ce nae taints ned aatere reach aces eetet 63,480.500 
ne) Wik Sl eee a anion me eae, Reena di UA At Hl Sl SNe PE RA ee ry Sane 14,948.644 
PANEL AGG V ANNIE OC) ZOU geese setae: tea teem athe HaG Rk sale ant ee uipsats seaaou ee tena $ 158.14 
Ile iiceaenes Poe aie e ee eee een Oe MO ae daca ence tame ene $ 4.81 
Revenue Per Ton 
(Be (6 Bin 2 ahh cen Pi cei RAP RE CSR SAE Sy An aR ET Se eR ee $10,038,934 $27.61 
Salve ie reenact Pete e Re ON 5 Laas ths ae ener ase as 71,934 .20 
SVOLALEINGVETNU Cretan teeeec er reece ea sae ae had taene mee enone eames $10,110,868 $27.81 
Marketing “Ciliarges cesses eee sau cee sessestoan- ones wesisoaesceseeeantenartan+acecesaren< 73,682 .20 
Division KR evenuesrat tert rico uence eterna ee. «ckacnne eon cree tens ettans $10,037,186 $27.61 
Expenses 
VETTRIID gop Meroe ae etree cer cece cece It oes tr Neeser nade acras Sanne sec $ 3,545,372 $ 9.76 
INNS ee Aer sea pice rae eeian er are meee ead ettec races ean ne icc percent 3,160,291 8.69 
UNCUT UTA CIOL eee ete tes eet ean ere ees ap acrareasesesceh ee semis pee sae 669 — 
Motali © peratinge Expense qc srecstesconessesscat tendceesararse-exteraenceoceceonnsse sven $ 6,706,332 $18.45 
(BF eLcleeUnt ahead of £0) Fhe MURS ar cigar ney PACE teary reer ce eee ene oe ce or 3,050,004 OFS 
Capital Expemaditures ......2.....:...cccasscerersercnctseneneusntsnonenseceeedeotesesensczens 8/715 24 


Underground Development 


The shaft deepening project was completed to 2,965 feet during October. Lateral development in the 
upper part of the mine was virtually completed during the year. Mine crews have been transferred to the new 
lower levels and ore pass, waste pass and crosscut development is proceeding. A new crusher room has been 
excavated below the 2550 level and this second underground crusher facility should be in operation by the 
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Looking northeast across the surface plant at the Joutel Township gold mine of 
Agnico-Eagle Mines Limited. The new mill extension is housed in the area of the 
main building toward the lower left hand corner. The Harricana River is northeast 
of the plant site. 
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third quarter of 1978. The long exploration drive east of the shaft at the 2550 level to the contiguous 
Company-owned Telbel property is now in progress. An exploration drive on the 1050 level has been 
extended approximately 1,000 feet beyond the presently defined westerly limit of the main ore zone. 


The following is a summary of the development completed in 1977 with comparative data for 1976: 


1977 1976 
PriUtiie anc ChOcsCU Une => fel ake iets .c-s J scse eae reer ee a cere cote tae 10,073 8,366 
ESUUS LIT Olga CG Cie eter ea et Pe Means CAEN Crom eco STATA REN TES 5,429 4,469 
SHALL CLEC MERIC SLC CU cement arate a teh oe ea) tea sate vob vat clccreastend th 889 186 
Total tons of ore broken (development and mining) ..........cceeeeeeee 363,776 345,528 
BORAT LOMS<ON WASTE OE OKEH Pastis oie. bide ie eae sogisandenwncabisesestuipawemsind aa aeoted 31,791 47,823 
LLCS TEES ARO) Ve oN AIT WOCREEERS (013 tee aaa a fe a re ee ee ae 170,340 148,647 
Weems Di moncac kill gt Lecter: ee ce. atta, ae ets 0 esas ac cauge saan ie hannea: 17,943 18,060 


Ore Reserves 


Total proven, probable and indicated ore reserves at December 31, 1977, including an average 25% 
allowance for mining dilution, were 1,597,030 tons of 0.25 ounce of gold per ton. This is a decrease of 262,099 
tons after the milling of 363,526 tons in 1977. Details of the ore reserves are as follows: 


Tons at * Tons at 

Category Year End 1977 Year End 1976 
Prawvic gORGa =e CONS ait eec nt tN econ iia, sen cae hose ta rine ase ie danae Sivnunonnsteeus 485,440 599,688 
SE LOP ATAU) NEP em ohghbe cahoots EEEE Eb ee ott on Conn rene eee Cee er 0.20 0.25 
| PARE) OSH 6 Ga) We al re Ya a ge a a ho reer OT ne 214,876 359,470 
Se ROTUATN Oh baat Ey SP we ee ee RM ene oad 0.26 0.29 
Mors eroven and erobabies== tons s .sice.:\cseerspotte ote eent oan tas 700,316 9595158 
Seer OL LOT ree eerie re eee uated 0.22 0.26 
PINCHIC TLC CU@ECE == TAOIST RD, Steet coast eh sek e aden ee accesedeied eek we noni taueas 896,714 1,263,497 
TET EY AVA RS) 1 ea Ba ERMA Chore eCPM Ra Re 0.27 ne28) 
Piatale= allrCateQOricst== LOIS y, once. ccc... 2s nedeegs cat hognseesvennosscele= teed 1,597,030 222,099 
EPL oye 01 8 pubeelee ren obey es nate Ae ere ON eS OF25 0.28 


Of the foregoing total ore reserves, 1,113,609 tons grading 0.26 ounce of gold per ton (approximately 
70%) occur below the 1500 level to the approximate 2250 horizon. This includes an average 22% allowance 
for mining dilution. 


General 


Labour relations continued favourable throughout the year. The work force at 180 is approximately 
the same as last year. 


In conclusion, I would like to take this opportunity to again thank all employees and staff for their 
loyal and efficient work during the past year. 


Respectfully submitted, 


D. J. LaRonde, B.Sc., P.Eng. 
Mine Manager 


AGNICO- EAGLE MILL SITE 


Cobalt, Ontario, Canada 


Silver Division 
P.O. Box 140, 
Cobalt, Ontario POJ 1C0 mines limited 


Report of the Mine Manager (Silver Division) 


The President and Directors, April 20, 1978. 
Agnico-Eagle Mines Limited, 

Suite 300 - 365 Bay Street, 

TORONTO, Ontario M5H 2V1. 


Gentlemen: 


I am pleased to submit the following report covering the operations of the Silver Division of Agnico- 
Eagle Mines Limited for the year ended December 31, 1977. 


PRODUCTION 


Production during the year was mainly provided by the Coniagas Mine with a modest amount from 
the Beaver-Temiskaming Mine. The Penn Mill operated from May to December producing 198,811 ounces 
of silver from 44,362 tons milled. 


The following is a summary of the main production items: 


Qunces:silver produced! 2.\:95.0.70 see ere 198,811.01 
Pounds cobalt produced <2...ct-cnccueeeeseteesro eee eee eee 7,658 
Gross value’of metals -soldiccc sess $958,354.02 
Gross: value. per ounce of silver fica... cc.ctee ce ere eee $4.82 
‘Tons, ore: milled, from-company properties .40-- ee eee 44,362 
Pons Ore: HGOISteGhees. scscccre oe oe atericra eos eee eee ee 39,156 
Calculated headsounces silver/tonass-:..2 1 es cere eet eee eee ee oes) 
Recovered ouncesisilverMon nc nee ee 4.48 
Extraction sefieieneyccec escheat eee ee ee ee 84.69% 


EXPLORATION AND DEVELOPMENT 


Coniagas Mine — During the first part of the year some raising and sub-drifting was carried out on a small 
silver zone above the 248’ level in the #73 Shaft area. Later in the year when broken ore had been hoisted to 
surface, the pumps were removed from the shaft to allow the workings to flood in order to thaw frozen ore in 
stopes near surface. It is expected that this ore will be recovered during the summer. 
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The open stope area west of the shaft has been worked throughout the year. Broken ore was provided 
by slashing the walls of the old stopes where small veins and disseminated silver occur and by sub-drifting on 
richer veins which were then stoped. 


As work progressed to lower horizons in the open stope area, a new inclined haulageway had to be 
established to facilitate the removal of broken ore. 


A total of 1,685 feet of exploration drilling was carried out in the pillars of the open stope to locate 
branch veins and small ore shoots. 


Beaver-Temiskaming Mine — Exploration and development work was mainly carried out on the Beaver and 
Cobalt Lode properties. 


A small ore zone containing pods of high grade silver in the Beaver winze area was developed and 
mined on the 65’ level. When diamond drilling indicated the ore zone extended only a short distance beneath 
the level, it was developed and mined by driving a short decline rather than by deepening the vertical winze. 


A strong calcite vein containing silver values was drifted on north of the Beaver shaft on the 1600’ 
level. Silver values at this horizon were found to be very erratic. The vein was subsequently tested by 
diamond drilling up to the 1200’ level with encouraging results in some holes but the average was less than 
ore grade. 


South of the Beaver shaft on the Cobalt Lode property, diamond drilling intersected silver values in a 
vein east of the main crosscut. A heading driven south on the vein encountered a short ore zone with low 
silver values on the level. Stoping operations have since encountered small high grade pods of silver as the 
stope advanced towards the overlying Diabase sill. The heading continued a further 500 feet to the south to 
explore the vein and to provide stations for exploration drilling in the southeast area of the property. 


The exploration diamond drill program carried out at the lower contact of the Diabase sill during the 
past year has completed 30,661 feet of drilling. This systematic probing has provided silver intersections in 
five separate areas resulting in two of these being mined. Some drilling has also been done on the 1200’ level 
and the 1400’ level of the Beaver shaft where silver values of less than ore grade were found. 


Further exploration drilling is required to cover the remaining unexplored ground. 
Colonial Project — A diamond drill program was carried out from #2 Adit of the Colonial property to 


explore the Keewatin lavas near the overlying Diabase sill. After having tested several potential silver zones 
from the old workings without encountering silver values, the program was terminated. 


The following is a tabulation of this exploration and development: 


LOTT, Unit 1976 Unit 

Footage Cost Footage Cost 
COSSCUPELING = CoD OLIECIING o she ce tua-th encores coatoare me 1,743 $136.33 2,948 $120.68 
IR UISUING utes vent na ocak oes sSaaseas ones paseeate seneeg ete NOeed Sey 80.55 276 09°35 
iG Diamonds Drilling copes ots oneness: See! 8.74 18,380 9.80 
Suntace Diamond Drilling. -2 2 tests. ccc.gscts secre: —~ _ 378 5.66 


Labour Relations — A new labour contract was negotiated with the United Steelworkers of 
America for a period of two years effective July 1, 1977. The contract provides for wage increases 
in each of the two years, covering all hourly rate employees. 


In conclusion, I wish to extend my appreciation to the Board of Directors, staff and 
employees for their co-operation and assistance throughout the year. 


Respectfully submitted, 


G. W. KIRK, P.Eng., 
Manager. 
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Consolidated Balance Sheet 


AS AT DECEMBER 31, 1977 


ASSETS 


CURRENT ASSETS 


Cash.  c.cscsicssucesessaveucceuasegs seo scaulsannace saasoudwessmobe ag ansetole shes caevaeteeliwee ass yas su encsieweseu cine nee ee tececs 7 core 
Accounts receivable: 3..iccccccccccccs-setesoeesecasevenvtioven deans = caeetyhuzs toes BU essence ie rer ieee 
Marketable securities (quoted market value; 1977 — $281,445: 1976 — $227,477)... ta 
Concentrates on hand .ccicdadiccseislessisvascucs sci eotobeusnse sens Reeeaiv dh wes ia ee ee 
Supplies on hand o....5..seseecisceecclecbacsomatysnsisv-tabnadomansesteo as sbcveuuas ae scethepyeceoueees Wate hse eta 
Prepaid expenses and GCeposits:...cn, ..ice.roccogneressecehtscneebacses dees ¥Sdiecenss sailor toeneaye ieee ye 
Advances to affiliated companies — 10% 2.2. .ccsccscnccesesccounetcnvhansdontcsssbouresseeteiotunsasietade cassettes 


FIXED ASSETS: (Note: 2) sic. c.ccihs iii neve ese ed ia Galae neces Set eens aoe aos ee ee 
MINING CLAIMS AND PROPERTIES (Note 3) -oi..cic ier ee ee 


DEFERRED EXPENDITURES 


Silver Division. ¢.s0cccsesigsoeascededabcradeneoccecaveoobavwben noise ceteedsaslinr ooscboavetsbacueacsn ce otek eee 


Gold DivisSion 2.5.ccccoc0dovccececsecneccuoccostededecusset nates Moaatous iatacseve Sk saws sense bLse capoeira 


OTHER ASSETS 


Shares of unlisted companies, at nominal value: 1000 eii ccc scenes ctor ovt cee -speoesces ie eee 
Shares of unlisted companies; at: COSE .c.....5:tesaccenecsssuccihte aiccdtenetenct chenianes aa 
Amalgamation expenses, at COSt..:....:1-bictsceesennesncesssocstendnathensecrncdutsstots decor seston as Shae 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
CURRENT LIABILITIES 


Bank indebtedness, secured by inventory, receivables and fixed assets .i...cccsc.ccescccee 
Accounts payable and accrued charges 9.2.0.0) ice: e eer ie ee 
Advances from affiliated companies — 10% 


POOR e meee eee mee meee eee HOHE EHH HEHE EEO HEHEHE EEE EEE EEE ESE EEE EETHE HOSE HEEHE HEE EERHEEEE HEHEHE OEE E EEE ED 


MINORITY INTEREST IN SUBSIDIARY (oi ie 
SHAREHOLDERS’ EQUITY 

Capital (Note 4) 

Authorized — 20,000,000 Shares without par value 


Issued 13,861,827 Shares 20.58 Loasici diancc gc oon a 
Retained Earnings (Deficit) 


POPE e reese eres ees sence ese eere eee eee eee eseseessee EE Hesse Heese EEE HEE SEES EE eee EEE OEHEESEHESesesesenseeeeeHeeeeeeeseesseEsse 


See accompanying notes to financial statements. 


Approved on behalf of the Board of Directors 


PAUL PENNA, Director 
MILTON KLYMAN, Director 


1977 1976 
5,496 8,179 
702,151 433,564 
204,259 249,121 
459,421 386,957 
519712 512,133 
297,152 372,032 

95,928 — 
2,344,119 1,961,986 
5,506,477 6,675,552 
471,426 583,426 
1512585 1,303,410 
4,788,543 5,118,631 
6,301,128 6,422,041 
8 3 
107,620 

82,879 82,879 
190,502 82,882 
$ 14,813,652 $ 15,725,887 
$ 1,184,657 $ 1,705,000 
1,000,173 945,632 
= 85,072 
2,184,830 2,735,104 
5,100 5,100 
12,947,145 12,947,145 
(323,423) 37,938 
2.623.722 12,985,083 


$14,813,652 $15,725,887 


£ 
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AUDITORS’ REPORT 


To the Shareholders of 
Agnico-Eagle Mines Limited 


We have examined the consolidated balance sheet of A gnico- 
Eagle Mines Limited as at December 31, 1977 and the consolidated 
statements of deficit, income, and changes in financial position for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the company as at December 31, 1977 
and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


STARKMAN, KRAFT, ROTHMAN, 
BERGER & GRILL 


Chartered Accountants 
Toronto, Ontario 
March I, 1978 
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CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1977 


1977 1976 
REVENUE 

Production of metals 22. ..a.25 (ae $11,069,222 ~ 3 8.702655 
Less: Marketing «...i.con. aso e ye 229,302 143,214 

Royalties, .:.503../Ssceinel Gu sy ea ee eg 4907 — 
234,269 143,214 
10,834,953 8,959,439 

EXPENSES 

Minitig® 3... 6.c. ce ie iete ee ee 4,028,987 3,914,188 
Malling: ooo o:.ctect cece eee cetccee ecg tee ee eee 3,527,429 3,119,465 
Administration ....i cocina ee Or ee ee Se eM h| 508,488 
Financing 2650 eiie. Sous sieges ee ee ee ee 134,506 176,879 
Transportation of mill ore 23. a a 136,538 113,770 
8,386,231 7,432,790 
Less: Sundry income 3.4.4..05.0 2 a 9,390 7,083 

Profit on. sale of marketablessecunities 4. >..4.....2.....-> - 127,404 — 
136,794 7,083 
8,249,437 7,425,707 
INCOME BEFORE-UNDERNOVEDITEMS 322.025.234.505... 2,985,916 1133, 7/32 
Amortization of deferred expenditures ....03. 5 4 1,685,857 1,429,433 
Depreciation of buildings, machinery and equipment ..............s:::ceeceeeeees 1,261,020 1,066,537 
2;946,877 2,495,970 
NET LOSS FOR THE YEAR (20 $ (361,361) | $(1,362,238) 
LOSS: PER SHARE 2a oi i ee (2.6€) (9.8¢) 


See accompanying notes to financial statements. 
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CONSOLIDATED STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1977 


RETAINED EARNINGS —. beginning Of year. occas eee 
Net loss for the years joo i lees ck ire a ii ca idan 


Rig AINED EARNINGS (DEFICIT ):— end of year. .i.s..,..8 8c ee 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1977 


SOURCES OF WORKING CAPITAL 
From Operations 
INetttose 108 ENG Veal itis... ie eect ieee 1 Peak enc Serica es eemtnas ue ceiangenel 
Add: Items which do not require a current outlay of working 
capital 
Fe COTY CCIALIONNG alk cee cette aes ence eg ocean cs 
— amortization of deferred expenditures ..c...0.0.0iie..5.-2.csee 


APPLICATIONS OF WORKING CAPITAL 
Deferred expenditures — Gold Division ...0....0.-.1..ee-ceeceneesesntoeeseeeennosseees 
Deferred expenditures — Silver Division ............::esseseeeseee ee treeeeeeeeeeeeees 
Buildings, machinery and equipment (Net) ...... eee eter eee e tees teeeees 


Purchase-of unlisted Shares. Ati COSE Sioicc.ccsecen-nceeapncco i osas <P 9dtvene fe oshn uae cae ues 


INCREASE (DECREASE) ENG WORKING, CAPT UAVs g oiico.. siege 
WORKING CAPITAL DEFICIENCY — beginning of year... 


WORKING CAPITAL (DEFICIENCY) — end of year ....ssssssesssssseesssssseeee 


See accompanying notes to financial statements. 


1977 1976 
37,938  $ 1,400,176 
(361,361) (1,362,238) 
$ (323,423) 37,938 

1977 1976 
(361,361) $(1,362,238) 
1,261,020 1,066,537 
1,685,857 1,429,433 
2,585,516 1,133,732 
759,122 277,701 
693,822 736,908 
91,945 218,103 

107,620 = 
1,652,509 1.232.712 
933,007 (98,980) 
(773,718) (674,738) 
159,289 § (773,718) 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1977 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
ACCOUNTING FOR SUBSIDIARIES 


These financial statements include the accounts of the Company’s 97% owned subsidiary, Telbel Mines 
Limited. The investment in the Company’s dormant wholly-owned subsidiaries is carried at nominal 
value. 


DEFERRED EXPENDITURES AND AMORTIZATION 


The amounts shown for deferred expenditures represent costs to date less amounts written off and are 
not intended to reflect present or future values. Exploration costs related to unknown or unproven ore 
bodies are deferred until such time as production occurs. Development costs related to the shaft 
deepening program at the Gold Division are being deferred until this area is brought into production. 
Amortization of deferred expenditures is calculated on a unit of production basis based on the total ore 
reserves of each mine. 


DEPRECIATION 


The Gold Division records depreciation on a unit of production basis based on the total ore reserves of 
the mine. The Silver Division records depreciation on a 30% declining balance basis due to the erratic 
nature of the ore bodies. 


INVENTORIES 


Supplies are valued at average cost. Broken ore on surface is not valued; the related costs are written off 
to operations as incurred. Concentrates on hand are valued at estimated realizable value. 


PLANT AND EQUIPMENT ADDITIONS AND REPAIRS 


Repairs and maintenance are charged to operations or deferred expenditures while additions, 
replacements or improvements to existing plant and equipment are capitalized. 


2. FIXED ASSETS 


The fixed asset balance by division is as follows: 


SILVER DIVISION 1977 1976 

Buildings, machinery andequipment, at cost, 9 $ 2,603,006 $ 2,598,836 

Less? Accumulated depreciation 25 28. s.G520)3 oe 2,912,343 2,476,834 
90,663 £22,002 

GOLD DIVISION 

Buildings, machineryand equipment, at cost ....)..0(...0.0-0 ee 9,003,250 8,915,475 


Less: Accumulated depreciation 


Me wn ee ee 3,587,436 2,361,925 
5,415,814 6,553,550 
$ 5,506,477. § 6,675,552 


10. 


MINING CLAIMS AND PROPERTIES 


The company owns approximately 97% of the outstanding capital stock of Telbel Mines Limited. The 
chief assets of Telbel Mines Limited are mining development licences on 34 claims adjacent to the 
company’s Gold Division mining property. 

In 1974 the Company was the successful bidder on two mining leases in the Cobalt Area, formerly 
known as the Coniagas and Trethewey mines, for a first year lease rental payment of $252,000 which 
has been included in mining claims and properties. This lease rental payment is being amortized on the 
same basis as the deferred exploration on the property. In subsequent years nominal lease rental 
payments are required. 


CAPITAL 


The Company has allotted 200,000 shares for a stock option for its President at $7.45 per share until 
August 15, 1984. No part of the option has been exercised to date. 


INCOME TAXES 


For income tax purposes the Company may claim certain expenses in amounts which may differ from 
the related provisions recorded for accounting purposes. 


In addition to unused deductions for exploration, development, administration and capital cost 
allowance which may be claimed at varying rates for tax purposes against future profits of the 
Company, the Company may also write off against mining profits a portion of its earned depletion 
base The depletion base is presently accumulated at the rate of $1 for every $3 spent in eligible 
expenditures and is deducted at the rate of $1 for every $4 earned in mining profits. As at December 31, 
1977 the Company had approximately $10,000,000 in unused deductions resulting from timing 
differences and approximately $15,000,000 in its earned depletion base. 


COMMITMENTS 


In 1975 the Company entered into a pension plan for all salaried employees. According to the terms of 
the plan there were certain past service funding requirements which are being funded and charged to 
retained earnings in equal instalments over 15 years commencing in 1975. As of December 31, 1977 the 
unfunded unamortized liability is approximately $180,000. 


OTHER STATUTORY INFORMATION 


Aggregate direct remuneration of directors and senior officers as defined amounted to $292,842 
for the year ended December 31, 1977. 


MINING TAXES PAYABLE 
The Company is appealing an assessment of Ontario mining taxes in the amount of approximately 


$137,000 for 1973: 


ANTI-INFLATION LEGISLATION 

Effective October 14, 1975 the Federal Government passed the Anti-Inflation Act and subsequently 
issued regulations which are presently in force. Under this legislation which is due to expire October 14, 
1978, the Company is subject to mandatory controls restricting the payment of dividends to 
shareholders. The maximum annual dividend that could be paid is limited to 25% of the Company’s net 
income for the year ended December 31, 1975. 


PRIOR YEAR FIGURES | 


Certain 1976 figures have been reclassified to conform with the presentation adopted for 1977. 
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These scenes show Scooptrams mucking ore from the stope areas, the ore is then hauled to the ore pass system and 
dropped to the underground primary crusher. 


- Property Plan 


Joutel Township, Quebec 


Longitudinal section —» 


SHAFT ® : 


Property holdings of 
subsidiary company 
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MILES 


These scenes show Scooptrams mucking ore from the stope areas, the ore is then hauled to the ore pass system and 
dropped to the underground primary crusher. 
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Longitudinal section, looking north-east | 
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Coniagas Mine Division, Cobalt, Ontario 


Open stope at Coniagas Mine 


Loading ore at open stope area, Coniagas Mine 


Access road to Coniagas Mine 


Sa Sa Sk 


Top is scene of surface milling plant, Joutel Twp. gold division, looking south 
across Harricana River. Bottom is view of Penn Mill, Cobalt silver mining 
division. 
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SEMI-ANNUAL REPORT 
for the Period Ended June 30, 1977 


AGNICO » EAGLE 


mines limited 
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Agnico- Eagle holdings in the Cobalt silver camp, Ontario 


AGNICO-EAGLE MINES LIMITED 


CONSOLIDATED STATEMENT OF INCOME 
(Prepared Without Audit) 


Six Months Ended June 30 


1977 1976 
REVENUE 
PTOGU CU OmrO lena CL ale sare Aled ee Beige a 5. sasnnins ssnovsestsaeneansien rived $ 4,652,117 $ 4,347,380 
Bess Niaemetime Ald TOV ANtiCsy...o Sweet. erent sare. cavsnsonsuserouenteruarematiors 65,285 17,833 
4,586,832 4,269,547 
EXPENSES : 
1A Min i PAO aoe Sores err eae ck SANS ces CoA Ce 1,962,052 1,797,401 
INA UU aa es Pe eiReR RIG Ro PMNs et ng AR EA MRR cs che veah yes Goe hneesiseabeteedve 1,620,431 1,485,410 
Fa EECUVEL ESE B17) 1 PQA hae UR UMAR SA nets Go ahd ar ns earn ve 327,480 299,077 
| Bere Wa U eh hA Tse, hen 5 Snares ich: «05 i Neier Ail cay er 85,459 77,744 
ANS Por ation oh Mill \ ORC era ert cot tet eRe tetecer snus -oKnecekevoreneerosnsusenes STAINS 21,695 
4,033,137 3,681,327 
LEeSS eS UINGTNG AMICON Code, ree sees Sere Eve ce ceca toss sunesv'uotsedeebyeerees 2,493 4,662 
Protiton Sale, OF MaTKelADIE SCCUTILIES 2 isc. os.ccechscsssesecaserss soseee PD REER  e  e 
136,152 4,662 
3,896,985 3,676,665 
INCOME BEFORE UNDERNOTED STEMS oc tec tetera cetsetecanctics. asvarestoncreatsnese 689,847 592,882 
Amoruzation Of defermed fox pemamtUres ice erty osc5..0050secstesn sa voossnen scdsacnsess 604,209 489,634 
Depreciation of building, machinery and equipment ..............c eee — 552,424 483,440 
1,156,633 973,074 
MOSS FOR STE PERIOD a cores cote cerecteecomsare oder mene er eigih Bu oe cee ica Sn Sera $ (466,786) $ (380,192) 
BOSS PERSSHA RES cael tere ere ya ee ee ear Sas Ty cance reas ase ecees (3.4¢) (2.7¢) 


NOTE: Certain 1976 figures have been reclassified to conform with the presentation adopted for 1977. 


AGNICO-EAGLE MINES LIMITED 


Suite 300, 365 Bay Street 
Toronto, Canada M5H 2V1 


To the Shareholders: 


The Directors present the unaudited con- 
solidated financial statements of the Company for 
the six months ended June 30, 1977. Comparative 
financial results for the corresponding period in 
1976 are also included. 


Consolidated Financial Results 


Net revenue from the production of gold and sil- 
ver bullion for the six months ended June 30, 1977 
amounted to $4,586,832 as compared with 
$4,269,547 for the corresponding period in 1976. 


The average price received for gold produced 
during the six months to June 30, 1977 was $148.33 
per ounce as opposed to $127.53 for the same 
period in 1976. 


Cash flow for the six months ended June 30, 
1977 amounted to $689,847 versus $592,882 for the 
same period in 1976. Cash flow represents income 
before deductions totalling $1,156,633 for non-cur- 
rent charges for depreciation and amortization, 
items which do not require an actual cash outlay. 


Deduction of these non-current charges for 
depreciation and amortization resulted in a net loss 
for the six months ended June 30, 1977 of $466,786 
equal to 3.4¢ per share. The comparative figures 
for the same period in 1976 were a net loss of 
$380,192 or 2.7¢ per share. 


Expenditures totalling $395,798 which represent 
development costs relating to the shaft deepening 
program at the Gold Division are excluded from 
operating expenses in the appended Statement of 
Income. Other expenditures classified as deferred 
include $329,050 which relate to development 
costs at the Beaver-Temiskaming Project of the Sil- 
ver Division. 


Silver Division 


Operation of the Penn Mill commenced on May 
9th and in the subsequent period to June 30th a 
total of 11,740 tons of ore was treated yielding 
43,315 ounces of Silver. The gross value of this sil- 
ver production was $210,361 and, after deducting 
marketing charges of $32,653, provided a net reve- 


nue of $177,708. The source of current feed for the 
mill is the Coniagas Mine, principally lower grade 
ore broken in the open stopes near surface. 


The substantial program of underground explor- 
ation and development at the Beaver-Tem- 
iskaming Project, which was described in consider- 
able detail in the Company’s 1976 Annual Report, 
continues to provide encouraging results. During 
the six months to June 30, 1977 a total of 707.5 feet 
of cross-cutting and drifting, together with 183.5 
feet in raises and boxholes, have been completed. 
Underground diamond drilling during this period 
totalled nearly 15,000 feet. During July, an addi- 
tional 128 feet of drifting and 1,970 feet of dia- 
mond drilling was carried out. 


As noted in the Annual Report, underground 
drilling revealed five separate areas where signifi- 
cant drill intersections have been obtained. Cur- 
rently, the 1601 drift, which was started in the area 
of the 1601-B Vein, has now advanced to within 
some 200 feet of the area where the 1604 Vein 
intersected by an earlier drill hole and returning an 
assay of 333.4 ounces silver over 0.25 feet. 


Underground drilling is also being carried out 
from the 16-14 crosscut, testing the 1601 Vein near 
the diabase contact. Hole 16-102 intersected the 
vein 186 feet above the level in diabase, assaying 
39.1 ounces over 0.3 feet, and Hole 16-103 inter- 
sected the vein 146 feet above the level in Keewatin 
lavas, assaying 54.5 ounces over 0.4 feet. 


Diamond drilling in the winze area, consisting of 
a series of short holes drilled beneath the level 
through the winze vein which established a miner- 
alized zone with a length of 20 feet and to a depth 
of 70 feet, obtained several good intersections up to 
58 feet below the level. This same mineralized zone 
could continue down another 40 feet depending 
upon the significance of an earlier hole which 
returned an intersection of 70.2 ounces silver over 
3.1 feet at 106 feet below the level. 


This long range program, which has been con- 
tinuous since late 1975, encompasses an area of 
some 256 acres containing five properties which 
were former producing silver mines in the over- 


lying upper contact of the Nipissing diabase sill. 
Very recently, the Company acquired a key prop- 
erty contiguous to the north of the Beaver and 
Temiskaming and flanked to the north by the 
Brady Lake and to the west by the Cobalt Lode 
properties. The appended map shows this newly 
acquired property which very appreciably 
enhances the potential of the Beaver-Temiskaming 
Project. 


Although a modest tonnage of development and 
stope ore, currently stockpiled on surface at the 
Beaver minesite, is scheduled for treatment at the 
Penn Mill later this year, it is not envisaged that 
this property assemblage will achieve major pro- 
duction until 1978 and continuing into future 
years. 


Gold Division 


During the six months ended June 30, 1977 a 
total of 182,135 tons of ore with a calculated aver- 
age grade of 0.186 ounce of gold per ton was 
treated, producing 29,719 ounces of gold at an 
average metallurgical recovery rate of 87.57%. In 
addition, there was a by-product recovery of 7,251 
ounces of silver. The gross value of this production 
was $4,442,211. 


For the six month period the mill treated an 
average of 1,006.3 tons of ore per day with the mill 
operating at approximately 96.4% of available 
time. This was an all-time throughput rate for any 
comparable operating period. 


The comparative operating and production sta- 
tistics for the same period in 1976 were the treat- 
ment of 162,019 tons of ore with a calculated aver- 
age grade of 0.221 ounce of gold per ton, producing 
32,069 ounces of gold at an average recovery rate 
of 89.73%. By-product recovery of silver amounted 
to 8,789 ounces. Gross value of production was 
$4,131,782. 


The reduced production of gold during the first 
half of 1977 reflected the mining and treatment of 
lower ore grades with its accompanying lower 
recovery rates. Variables in the grade of ore mined 
in any specific period are not unusual in mining 
operations and will temporarily affect certain 
aspects of the economies of production, notably in 
the unit of measuring the cost per ounce of gold 
recovery. 


The increase in the mill thoughput rate resulted 
in a reduction in the unit cost per ton of ore treated 
from $18.21 for the 1976 period to $17.21 per ton 
during the first half of 1977. Conversely, the cost 
per ounce of gold produced increased from the 
approximate $92.00 range for the 1976 period to 
about $105.00 in the first half of 1977. This is well 


illustrated in the operating experience during July 
with its unit cost of $16.56 per ton of ore treated 
and $88.20 per ounce of gold recovered. 


Mine operating profit for the six months ended 
June 30, 1977, after deducting operating expenses 
including mining, development, milling, assaying, 
general surface and mine administrative and tech- 
nical costs, amounted to $1,275,450. These figures 
exclude the cost of the shaft deepening program. 
The comparable figure for the same period in 1976 
was $1,153,202. 


The shaft deepening program is making 
excellent progress and completion to the objective 
depth of 2,965 feet is indicated to be on schedule. 
At the end of July the shaft had advanced past the 
2700 level where a level station was cut and access 
drift excavated. Completion of the shaft deepening 
project will provide nine new production levels 
below the 1,500 foot horizon. 


Importantly, access to this lower area of the mine 
will enable the first practical opportunity to probe 
both the downward continuation and lateral 
extension of this gold bearing structure since the 
orebody was originally delineated from the surface 
drilling many years ago and the subsequent under- 
ground development to the present bottom pro- 
duction level at 1,500 feet. The area below the 
1,800 foot horizon has only been partially tested 
down to the approximate depth of 2,250 feet where 
it is indicated that an enrichment of ore grade may 
be expected. 


As previously announced, it is planned to 
include the long exploration drive from the 2250 
level for a distance of approximately 1,500 feet into 
the adjoining Company-owned Telbel property in 
the upcoming development program scheduled for 
this deeper area of the mine following the comple- 
tion of the shaft to 2,965 feet. 


On behalf of the Board of Directors, 


(Een 


President and Managing Director 


August 26, 1977 


AGNICO-EAGLE MINES LIMITED 


‘CONSOLIDATED STATEMENT OF INCOME 
(Prepared Without Audit) 


Six Months Ended June 30 


1977 1976 
REVENUE 
Production Of metal .)..c.4c 2 eee $ 4,652,117 $ 4,347,380 
Less: Marketing and royalties! =)... cee tree 65,285 11,833 
4,586,832 4,269,547 
EXPENSES 
MUI soc bocsecces codes snend deseo sedd eesenes seg ete oe ape ane oe ene ee epee cee eceee 1,962,052 1,797,401 
Millia goonies, ciastasccseassscesensatcdepneteces-:tUAUagthy ie 1 eRe nO eee eee emcee 1,620,431 1,485,410 
AGIMINIStLA THOM ...oéieecdesbobevadddbanes eee aes ee ete 327,480 299,077 
Pim aneing oo.0, cies cecsdecscssactersasdonnopetsale ces nelsee euitetten gee tives et tete ott Mener cena rate a 85,459 77,744 
Transportation of mill Of: 2.0..2..4s..cssseu secrete ke eee eee erat 31,015 21,695 
4,033,137 3,681,327 
Less: Sundry ImCOmie <.45.5:<01-1-ts0-oevasce tas eer eee ee ee 2,493 4,662 
Profit on sale of marketable securitiesmy cc... eee 133,659 — 
136,152 4,662 
3,896,985 3,676,665 
INCOME BEFORE UNDERNOTED [TEMS 22. ccheccne concn renee tere 689,847 592,882 
Amortization of deferred expenditures: 272i recssnes caesar eccosesecerey 604,209 489,634 
Depreciation of building, machinery and equipMEent .............:cceseeeeees 552,424 483.440 
1,156,633 973,074 
LOSS FOR THE, PERIOD «2...sco.ssasconascscoseneaceourtece sa teeee tents ite = peste eee stn eens $ (466,786) $ (380,192) 
LOSS PER SHARE. .. A ieiicessdlecQeiuses cobgsaae cee ee ee tee nee cee ten oe ee an ee ce ese (3.4¢) (2.7¢) 


NOTE: Certain 1976 figures have been reclassified to conform with the presentation adopted for 1977. 


